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August 23,1999

Lee R. Brown
Magnesium Corporation of America
238 North 2200 West
salt Lake city, utah 84116

Re: Status of Reclamation Suret),. Maenesium Corporation of America (MagCom). Knolls Solar

Ponds. IW045/022. Tooele County. Utah

Dear Mr. Brown:

On July 28, 1999 we received surety bond ,issued by Frontier Insurance Company in the

amount of $110,000 sent with a cover letter from William Armstrong of the Renco Group, Inc. of New

York City. The cover letter did not explain which operation this bond was for, however, .ve assume this

bond is meant to replace the existing $l10,000 Gulf Insurance Company bondd - for the

Knolls Solar Ponds. We were unaware of MagCorp's intent to replace this reclamation surety. The

Frontier Insurance surety bond is not acceptable to the Division for a number of reasons: (l) it was not

prepared using our current surety bond form; (2) it contains several erors; (3) it does not include an

updated reclamation contrac! ane (4) the amount of surety required to reclaim the site has not been recently

verified by the Division.

The reclamation surety for the Knolls Solar Pond operations was due for a reclamation surety

review in 1995. Due to other permitting priorities and some unresolved issues this surety review has not

yet been performed. This reclamation surety was last updated by the Division in 1990 when the surety

amount was adjusted to include five years of escalation to the year 1995. It is our understanding that the

BLM has some concerns regarding the current permitting and reclamation bonding for this operation.

Under our current Memorandum Of Understanding (MOU) we are required to coordinate with the BLM to
the extent our different regulations will allow. We have also been informed that this operation is currently
the source of litigation involving the BLM and Soverign Lands regarding the source of the brines.

If MagCorp wishes to replace the Knolls Solar Ponds surety at this time we will need to review the

reclamation cost estimate and make the appropriate adjustments. At a minimum, the surety amount will
need to be escalated five years into the future. A new Reclamation Contract will also need to accompany

the replacement surety. Enclosed for your use are the current joint agency surety bond form (MR-6) and

Reclamation Contract (MR-RC) with guidelines for completion. The joint surety will have to be assigned

to the Division of Oil, Gas and Mining, the Department of Interior, Bureau of Land Management, and

Forestry, Fire and Sovereign Lands.
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Lee R. Brown
M1045/022
August 23,1999

Enclosed are copies of the existing Gulf Insurance Bond- lreceived July 25, 1990

and the newly issued Frontier lnsurance Bond ]"""iu"atilflli1!9ffif,ich you requested in your

August 16,1999 telephone conversation with Mrs. Joelle Bums. On that same date we spoke with John

Cocomazzi of Gulf Insurance Company at (212) S16-0527 who informed us that the Gulf bond is still in
effect.

If you have any questions regarding this letter, or if you need assistance in completing the forms,

please contact me at (801) 538-5286, Joelle Burns at 538-5291, or Tony Gallegos at 538-5267.

Sincerely,

n ft \/,/u l/.ll \/ //
M ftMV,u\(u(r'c9-'
'D. 

Wayne Hedberg U
Permit Supervisor
Minerals Regulatory Program

jb
Enclosures: Copies ofexisting Gulfbond, copy ofFrontier bond,

form MR-6, form MR-RC & guidelines

cc: Stan Perkes, BLM State Office
Eddie Trimmer, Sovereign Lands

M45-22.ltr
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MR FORM 6
Jclnt Agency Bondlng Form

J!Jt-trr|'[r'Jt Page I of

(January I 990)
( Noncoal )

5 of Bond

Bond Number {
Perml t l'lUrnlg1 S.U.-.L.-Y.. 7l I Statelands
}.|lne Name Knclls Solar EVaporation londs

DoO4 PERMIT #: 14/045/022

STATE OF UTAH

DEPARTMENT OF NATURAT RESOURCES

DIVISION OF OIL, GAS AND MINING :

' 355 Hest North Temple

DiVlriiuit 0F
OiL, SAS & MlNli\iG

s., i I I I : 
o,! 

il l' il i - i' I I i' 3l?',Fil)F6tff I$ W 

Fm
(8or ) 

11t:T:1.^., ^^i[* JUL z 5 leet
THE MINED LAND RECLAMATION ACT*

BOND
r*r*t****ti**rr

GULF I}ISURANCE COI{PANY
The unders 1 gne

as Principal, and
icad

as Surety Company, hereby Jolntly attd
adml nl strators , executors, sLtccessors

several ly bt nd oursel ves, our he i rs,
and asslgns unto the State of Utah,

0'lvision of 0il, Gas and l',|lnlng, Ea?Td

In the penal sum

of-l---One Hundred Ten dol]ars
( $ ,r.rr.":tl I0.000. 00:'r:!*------------------) .

The Prlncipal estlmated tn the Mlnlng and Reclamation Plan
clnn .rf o{l Cre :nr{ Mlnlna nn }ha 2-6th dlv nf Julv ,lgL,

fl 1 ed wt th the
Divislon of 011, Gas and Mintng on the -26th day of
that **'*!L6jkj;t acres of I ind wt I I be dlsturbed by thl s ml nl ng operatlon
in trre Stati of Utah. A descrlptlon of the dlsturbed land ls attached hereto
as Exhl bl t "4" ,

Hhen the Dtvlsion has determlned that the Prlnclpal has satlsfactorlly
reclatmed the above-mentloned lands affected by mtning In accordance wlth the
approved Mlning and Rec'lamatlon Plan and has falthfully performed all
rbqutrements of the Mlned Land Reclamatlon Act, and complled wlth the Rules
ancl Regu'l.rt!ons adopted 1n accordance therewith, then thts ob'llgatlon sha'll.be
votcJ: dtherwlse 1t shall remain 1n full force and effect unttl the reclamatlon
1s completed as outllned ln the rrpproved Mlnlng and Reclamatlon Plan.

If the afrproved plan provicles for reclamatlon of the land affected on a
plecerneal or cyclic basls, and the land is reclalrned ln accordance tvlth such
plan, then thls bond may be recluced pertodlcally.

In the convel'se,'lf the plan provldes for a gradual increase In the area
of the iancl affected or lncreaserJ rec'lamation work, then thls bond may

accordlngly be lncreased wlth the written approval of the Surety Company.

Tlris bond may be cancelled by the Surety Company after nlnety (90) days
followlng recetpt by the Dlvlslon and the Prtnc'lpal of wrltten notlce of such
cRncel I ailon, The Suroty Company's I I abl I I ty shal 1 then, at the expl rat'lon gf
sald nlnety (90) days, ciase and termlnate except that the Surety Company wlll
retaln I labl I i ty for any outstandlng reclamatton obl tgatlon of the Prlnclpal
e x i st I ng pr I or to the terml nat l on of the Bond . OOO297
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a Surety
If the

duly authorlzed

Paqe 2

NONCOAL
MR-5

N0TE: Hhere one slgns by vlrtue
Company, strch Power of Attorney must
Prlnc'lpal ls a corporatlon, the bond
offl cer.

of Power
be fl led
shal I be

of Attorney for
wl th thl s bond.
executed by tts

, l9 goDated thts--?.!.t!- day of

Date: Jrly 26, 1990

Date:

State
Board Gas and Mlnlng

Magnesirrn Corporation of Anerica

Jtrlv

of Utrth
of 0ll,

Prlncipal (Company)

GULF II!SURA}ICE CO}tPANY

/zyz*rt<-{-

Surety Company

Chal rman

Pos I tlon

Suretv Co
Tob in- B .

flcer - Posltlon
on, Attorney-in-fact

Ass I stant A torney General
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Page 4 of 5 of Bond

Page 3
NONCOAL

MR-5

AFFiDAVIT OF QUALIFICATION

Tobin B. Jacobson belng flrst duly svorn, on oith deposes and

says that he/she ls the iofftcer or agent) agent

of sald Surety Company, and that he/gfa is duly authorlzed to execute and

dellver the foregolng obllgatlons; that satd Surety Company ls authorlzed to

execute the same and has complled in all respects wlth the laws of Utah In

reference to becoming so'le surety upon bonds, unclertaklngs and obllgatlons.

Slgne

Subscrlbed and sworn to before rne thl s ?6tn day of Ju1-y , 19 9o--

My Commisslon Explres:

tsQ/d-.

Surety Cornp
Tobin B. Ja

lcer - Posltlon
n, Attorney-in-fact

MN79/4-6
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POWER OF AfiORNEY
KNOW ALL MEN BY THESE PRESENTS:

That GULF INSUMNCE COMPANY, a corporation of the State ol Miisourl. herelnaller caileJ'tompany.'
, 

-' (. I ' :

WTLLIAM R. OOIIER OR'AIAN J. $ruPScnIIOBIN B. JACOtsSONI OR
oR. FBAI@SCA PAPA OR

PIAIT{\UIEtI, NEW YORK

ETT.FF!.{ I''AIONE . ,.itl:d

nil' | 
;$ |;'iJ'

;. ,t;.(r

8n.d"g!!
:tI$3

;

The execltlon ol such bonds or undertakings In pursuanee ol these presents shall be as blnding upon the Company as ll lhey had been executed and
acknowledged by the regularly elected ollicers ol lhe Company. 

. . . 
. !1."r i

Ttrls Power of Attomey ls lssued pursuant to and by authorlty ot the lotlowlng resolulion ot the Board ol Dlrectors ol the Gompany. adopted etlecUve Juty

i. 198{1. and now In full lorce and elteci:
.Foro|rrdthltlhlPrrr|dorl'orrny8crrbVE.P'.!i'cd.o(.nrv|c.P'.3idmt.o(|hGsGc'.|.&y.o.|ny&csrdsGG'Gt!.rm.y.ppoi'tA[o.n.yr.|t|hrG

r.p.....tt !s Coop.ny rnd O ra on g trfUt wlthh th. &op. ot lh. rrtho.iy gr.nl.d lo th.fr. h nling. d{dl n lho.ly ily hdudG

Ge'.t'..'d.]1trec|udrtccd.rrryerrd.||bofd3..x'r,fd..t.kiqEorsu.ty!ttP.ndot'F'doq,.ncnBrhrt|hGo.dk[.yiso|3u.|ybt,sh63my'.q!..
ri,tc.o|Foc63h..v|t'bdidioGt|,!|ro.|.dd!t..f|],|hor.tylo!t|6||o|h.t|9naturoo||hcPrcs6cn|.orrnysgdo.vicGP,ca|dcr||,rv
r'd|ordy..|r.|0d.vio.oth.'3|elcnant'.t!tinob|hc|orGcoift9..nd5Grdiy|o'copyot.n'o|0Eb'|aro|n6c,cpJry!'db.ny'cao|U|bG|doP|rb

^!qrFr.|.ctrayb.rdFvcdrr'|h..t,|tF.lyg.n|.dl*n'.!ok.dby|haP'.s|dcn|.o|lnys.nidvlcGP'ca|dGnt'o't'tyviccP'6|d.nl.or|s.h$g.rCOLcb.a.-

This power of Attorney and Certilicate are signed and sealed by lacsimlle under and by authority of tlre lollowlng resolullon ol lhe Board ol Directors ol

lhe @mpany. adopted ellective July 1. 1983. and now In lull force and ellecl:
,.R..oh'.d0dl,r|9matU,co|th.P'csbcnt.oro|anyScniorVrcP'Ggk'ant.o|otr'ryvErP'e5idcnt.oro||hcSccrebry.oo|rnyAssb|aotscc'Ciar,rnd|h.!€a|o

|.ctlt'|.b.tt'9otvc'o|rnomcIorlo|ny6rti||c!tr.c|8tirEthc'.t.o.pPolntn9AitorEF*|.t.€,lb|F,rposcsorlyotcrecrr|irq..l(G3@
arl,t$.t.d.hc|'JfEJtya,cfpoi.to|dromcy.ndc.'ti|ic!tc]cYok|n0th!!uttorityo|lh.torcgphgA|bnoF.h.|eG|.asrYGt|a3to.th.rpd
tbl,d|.d.].|.hcr,dtmy3i,d|poY'cfo|.ttoin6y.'dc.'|iti]c!tclrvokirgthcrrnhod|yoi3UchrgGnb:|'rderrysuchporcrolelto.'ry6diblc
bayafdadbhafngtpgrfn Conprtryrnatrny n cf porrarol rtto.nayor c.rfitic.t. so.raqrlcd md catlifcdby $rdl Lcshrf.

ol atb.nay a.d Gt.ULcda a.a lrocrrtcd rnd h Or. lutuc wlh rcspad to my bond or udcd.kf! fo whi$ ftcy .rc rllilhd.-

the Company has caused this Power of Attorney to be signed and lts corporale seal to be alfixed by lls authorized officer thls

26th of Decenbenls 89

TExAS
@UNTY OF DALI-AS

26ti dayot DeCgft]Cef .te $$rtorcrr..NotrryP|alGolthcslltr.|dcorrnry.bfctrH.t sldlnglhc?lt\dt ycorilnblon d

rlh..bd.nro.dofilct.otGULFlNauAfnigCOupeNV.wt|obcingbyrr.lisldiy$romlccodr€lobr.ddd.posrrndslylhrthrblhalollbcrollhccocpanydcctbcd h
hrt urnant tl.t hc kFw! lh. !.al ol rald corp.ay: lhrl lh. r.st rltrrcd lo strf hstrmanl b tha corpotlta rrd ol trld (!ir9any: ld t|.l lha co.pofalc tad md hb

lfth.d rnd subssbcd lo lhG rld lnsttumnt by lhc luttslty ..d dr.clm of ttid

30$r
ifford R.dayor JUne

CERTIFICATE
do hereby ce(ity that the original Power of Altorney ol which the loregoing is a true and correct copy ls in lull lorce and ellect, and the

are lrue and correcl lransc-ripts lrom lhe records ol GULF INSURANCE COMPANY and lhat the above named olficer was on lhe dale

-the foregoing Power ol Attorney authorized lo ex€cule lhis Power of Allorney'

hc!.unto subscrlbod my nsnc urd lllrrcd ltr co?po(.to s.al ol Gutl krsuarp Co{tplny lt$ 2 6 th day ot

Cr

, "' | '1 ff r';.;r

ldent

9

Ju 1y .$90.


